AR26 


stelcO Annual Report 1972 


THE STEEL COMPANY OF CANADA, LIMITED 


CONTENTS 


1 The Year in Brief 
2 Letter to Shareholders 
4 Review of the Year 
17 Financial Statements 
21 Auditors’ Report 
22 Ten Year Statistical Summary 
24 Directors and Officers 
25 Offices, Plants, Subsidiaries, Raw Material 
Properties and Associated Companies 


STEEL IN TO-DAY’S WORLD 


The range of industries served by steel is constantly increasing. 
Illustrated in this Report are just a few of the ways the material 
is becoming more important to more people. The future seems 
full of promise and opportunity for steel, a commodity which 
continues to be one of the world’s most versatile and useful 
substances. 


Pour obtenir un exemplaire de la version francaise 
de ce rapport, veuillez écrire au secrétaire, 

The Steel Company of Canada, Limited, 

P.O. Box 205, Toronto-Dominion Centre, 

Toronto, Ontario, 

M5K 1J4. 


ANNUAL MEETING 


The Annual Meeting of the Shareholders of the Company 
will be held at the Cinema Theatre in the Concourse of 
the Toronto-Dominion Centre, Bay Street Entrance, 

in Toronto, at 10:30 a.m., Eastern standard time, on 
Monday, April 16, 1973. 


TRANSFER AGENT 


MONTREAL TRUST COMPANY 
Toronto, Montreal, Halifax, Hamilton, 
Winnipeg, Regina, Edmonton, Vancouver 


REGISTRAR 


THE ROYAL TRUST COMPANY 
Toronto, Montreal, Halifax, Hamilton, 
Winnipeg, Regina, Edmonton, Vancouver 


stelco 


Proceedings 
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‘Monday, April 16, 1973 


ne Steel Company of Canada, Limited, 
pronto, Canada. 


THE 
STEEL COMPANY OF CANADA, 
LIMITED 


The following is asummary of the 
business transacted at the Annual 
Meeting of Shareholders, held at 
Toronto, Canada, on April 16, 1973. 


Mr. H. M. Griffith, Chairman of the 
Board and Chief Executive Officer, 
was Chairman of the meeting and 
Mr. J. W. Younger, a.c., Secretary of 
the Company, was Secretary. 


The Chairman reported that 
76% of the shares outstanding were 
represented at the meeting either 
in person or by proxy. 


The minutes of the Annual Meet- 
ing of Shareholders held April 17, 
1972 were approved. 


The Directors’ report to the share- 
holders and the financial statements 
for the year 1972 were approved and 


- adopted. 


The following Directors were 
elected: 


W. Herman Browne 
Alistair M. Campbell 
J. Douglas Gibson, 0.B.E. 
J. Peter Gordon 
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ADDRESS BY H. M. GRIFFITH 
Chairman of the Board 
and Chief Executive Officer 


The Steel Company of Canada, 
Limited 
63rd Annual Meeting 
Monday, April 16, 1973 


It is not my intention to dwell for 
long on the events of the past year. 
These are well documented in the 
Annual Report which was mailed to 
shareholders on the 9th of March 
this year. Some comment is called 
for, however, as it was an unusual 
year in many respects. It was a year 
of achievement in various ways — 
record output, record sales and a 
number of major new production 
units were brought into operation. 
In a different category, there was 
also a record labour settlement, in 
terms of costs, which is the principal 
reason for profit results not being 
as high as expected. Other factors, 
fortunately of a temporary nature, 
which added to our costs were the 
breaking-in of new production facil- 
ities at Hilton Works, materials 
handling problems and the need to 
adapt existing facilities to changing 
conditions. These difficulties were 
aggravated by the late delivery of 
components for the new Bloom and 
Billet Mill causing a serious and 
costly delay in bringing this key unit 
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into full production. 

| am pleased to report that most 
of these problems are now behind 
us and we are making steady pro- 
gress in achieving greater produc- 
tion and efficiency. 

One of the most encouraging de- 
velopments in 1972 was the recov- 
ery of demand in international steel 
markets. World steel production 
reached a record level of 691 million 
short tons, nearly 8% above that 
produced in 1971, and production 
levels in the early months of 1973 
confirm that these year-over-year 
gains remain very strong. With this 
recovery in output, international 
steel prices rose sharply and im- 
port pressure in Canadian steel 
markets eased as offshore produc- 
ers applied their production to their 
own domestic demand. If the high 
and rising levels of economic activi- 
ty currently being experienced in 
most of the industrialized nations 
are maintained, they should provide 
solid support for the continued 
growth of world steel output in 1973 
and beyond. 

Against this background of 
stronger international steel markets, 
the outlook for Canada’s steel in- 
dustry over the next several years 
appears optimistic. Not only is the 
underlying growth of apparent steel 
consumption expected to continue 
to exceed the average rate of real 
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economic growth in the Seventies 
but, if the projected pipeline and 
other energy-related requirements 
for steel are realized, we should see 
an extra burst of domestic demand 
for your Company’s products. 

The fact that Stelco can produce 
many grades of steel covering a 
wide range of products places the 
Company in a very favourable posi- 
tion in this expanding market. It is 
also conducive to stable growth in 
sales and earnings since it provides 
the Company with the flexibility 
needed to select markets that are 
active and profitable. We intend to 
retain this important advantage 
accruing to our sales effort. The re- 
turn from each product line will con- 
tinue to be watched closely to 
ensure that its manufacture is justi- 
fied. Production of a number of 
items has been discontinued in 
recent years where the margin of 
profit and/or lack of demand have 
dictated such action. At the same 
time, we have been introducing new 
products and developing new end 
uses for existing products. Of equal 
importance, in keeping with the 
Company’s continuing updating of 
its product range, is the continual 
upgrading of product specifications 
to meet rising performance stand- 
ards. The most prominent example 
is the increasingly high quality of 
large diameter pipe required for oil 
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and gas transmission lines. 

Product diversification has been, 
and will continue to be, a major 
factor in Stelco’s efforts to broaden 
its markets. Your Company will also 
continue to diversify geographically. 
At present, the major portion of our 
Current raw steel capacity of 5.8 
million tons is located at Hamilton, 
Ontario, with the balance in Edmon- 
ton, Alberta. By 1980, we expect that 
Hilton Works in Hamilton will ac- 
count for about 75% of our total 
steelmaking capacity with the re- 
maining capacity being at our sites 
at Lake Erie, Edmonton, Alberta and 
Contrecoeur , Quebec. Thus, by the 
end of the decade, our primary steel 
Capacity will be less concentrated 
and capacity outside of Ontario will 
be more than twice what it is today. 

A report on the progress which 
Stelco is making towards becoming 
a broader-based Company through 
diversification would be incomplete 
without some reference being made 
to the Company’s program to ex- 
pand its non-steel activities. Impor- 
tant in this area is our continuing 
participation in The Canada Sys- 
tems Group, Limited which is mak- 
ing good progress in establishing 
an important position in the fast- 
growing Canadian computer service 
industry. We have also established 
a Technical Services Group whose 
field of endeavour is the marketing 
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of Stelco’s technical services and 
new technology, both in Canada and 
other countries of the world. 

We are constantly on the alert for 
new diversification opportunities. 
However, the criteria being applied 
to determine the most promising 
opportunities for either steel or non- 
steel diversification are most rigor- 
ous. Although this procedure has 
resulted in the rejection of a number 
of proposals, several projects which 
are currently being studied appear 
promising at this point in time. 

Just recently it was announced 
that we were negotiating to increase 
our equity interest in Shaw Pipe 
Industries Ltd. from 2.5% to 33%. 
Stelco is a major tubular products 
producer and this investment in a 
progressive pipe-coating operation 
is consistent with our planned 
growth and diversification program. 
Shaw Pipe Industries is engaged in 
the application of protective coat- 
ings and linings to gas, oil and water 
pipe. It also manufactures a range 
of products that include plastic and 
poly-vinyl-chloride (P.V.C.) pipe and 
conduit. Shaw has plants in several 
locations in Canada, two in Australia 
and one in the United States. 

Concern for the environment has 
brought a new social pressure to 
bear on the cost of doing business. 
We agree that money has to be 
spent to clean the air and water, to 
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recycle materials and dispose of 
solid waste. Stelco has spent or 
committed over $65 millions for this 
purpose to date and we are faced 
with still further heavy expenditures 
in the future. In the end, these costs 
have to be recovered in the price 
that the consumer pays for goods 
and services. While preservation of 
the environment must obviously 
have the highest priority, there are 
many factors which have to be con- 
sidered if society is going to be ina 
position to continue a steady im- 
provement in living standards. 

The United Nations Conference 
on the Human Environment, held in 
Stockholm in June, 1972, issued this 
declaration: 

“Man has to constantly sum up 
his experience, and go on dis- 
covering, inventing, creating 
and advancing. In our time, 
man’s capability to transform 
his surroundings, if used 
wisely, can bring to all peoples 
the benefit of development and 
the opportunity to enhance the 
quality of life. Wrongly or need- 
lessly applied, the same can do 
unpredictable harm to human 
beings and the human environ- 
ment.” 
This seems to me to be a sensible 
statement and one on which sen- 
sible courses of action can be taken. 
At Stelco we have been actively 
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engaged in improving air and water 
quality as well as the recirculation 
of solid waste as rapidly as tech- 
nology permits. Each and every one 
of us must be ever mindful of the 
fact that just by living as human 
beings we are, in fact, disturbing the 
environment. 

Stelco’s interest goes beyond our 
day-to-day business and is vividly 
illustrated by our recognition of the 
need to support activities in the 
communities in which we work and 
reside. Each year, for example, 
Stelco employees at all levels be-. 
come directly involved in local ap- 
peals and campaigns as committee 
chairmen, canvassers and co-ordin- 
ators. Some of these civic activities 
are performed, of necessity, during 
the working day but, by far, the 
largest portion of our employees’ 
time is freely contributed by the in- 
dividuals involved. The Company 
encourages its employees to par- 
ticipate in this kind of dedicated, 
thoughtful leadership, for such per- 
sonal contributions are just as im- 
portant to society as monetary assis- 
tance. It is Company policy to 
recognize and take a major position 
in the maintenance of a healthy, or- 
derly, just and free society. To this 
end, the Company endeavours to 
support selected social welfare, 
health, cultural and educational or- 
ganizations, and considers its con- 
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tribution to be prudent investment 
in the future of our country. 

The degree to which Stelco can 
continue to support such worthwhile 
activities is limited by the Compa- 
ny’s financial resources, just as the 
magnitude and nature of these re- 
sources are shaped by the charac- 
teristics of the business climate in 
which Stelco produces and markets 
its products. With respect to this 
climate, | believe it is of paramount 
importance that industry and gov- 
ernment avoid acrimonious debate 
which, at times, has characterized 
our relationships. It was just about 
a year ago that a major step was 
taken towards improving co-opera- 
tion between business and govern- 
ment with the introduction of Fed- 
eral Tax Incentives for manufac- 
turers and processors. We welcome 
these incentives. Had this Company 
not reflected the lower tax rate in 
the price adjustments announced 
following the labour settlement in 
1972, Stelco’s average selling price 
would have had to be further in- 
creased by as much as two dollars 
per product ton. 

We sincerely hope that the incen- 
tives proposed by the Federal 
Government last May will be ap- 
proved by Parliament and that gov- 
ernment and industry will in future 
do more co-operating and less com- 
peting. As the year 1973 unfolds, 
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there will be ample opportunity to 
challenge the durability of this frag- 
ile relationship. For example: — 
Inflation in Canada is well in 
excess of that being experi- 
enced in the United States, our 
major trading partner. While 
controls on Canadian prices 
and wages may not be war- 
ranted at this time, the improve- 
ment in the competitive position 
of Canadian manufacturers 
which will occur, if the 1972 
fiscal incentives are passed, 
will be quickly lost if the coun- 
try’s relative price performance 
continues to deteriorate. 
Accordingly, unpopular stabili- 
zation policies which tend to 
challenge the structure of 
Canadian Confederation, as 
well as the vital concerns of 
private interest groups, may be 
required before the year is out. 
The bilateral and multilateral 
trade negotiations in which 
Canada will participate will also 
test the strength and purpose 
of relationships between pri- 
vate industry and government. 
If these negotiations are to be 
successful, they will require 
close consultation between 
Canada’s trade negotiators and 
experts from Canadian indus- 
tries. Stelco will continue to 
provide technical assistance to 
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government departments in 
preparation for these important 
negotiations. 

On the first of May, we will be re- 
porting the results for the first quar- 
ter of the year. In terms of produc- 
tion and sales, we have recorded the 
best three-month period in the 
Company’s history. If the Federal 
Government fails to enact favour- 
able corporate tax legislation, how- 
ever, the first quarter earnings will 
be adversely affected. 

Further increases in the costs of 
raw materials, particularly scrap, 
are preventing earnings from keep- 
ing pace with the growth in sales. 
Price increases announced recently 
for some of our products are neces- 
sary to help offset the sharp ad- 
vances in costs of raw materials. 

The heavy volume of incoming 
business experienced in the past 
three months is continuing and the 
outlook for the future is excellent. 

At this point, | would like to an- 
nounce an important change in the 
senior management of our Com- 
pany. Today will be the last time | 
will address you as Chief Executive 
Officer. The years as a senior officer 
have been challenging ones for me 
and | must say deeply satisfying. | 
hasten to add that | do not intend to 
drop completely out of the picture 
for a year or two anyway, as | will 
continue as Chairman of the Board 
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provided, of course, that the Direc- 
tors of the Company do not have 
other ideas. However, it is very im- 
portant that younger men take over 
top management positions earlier 
and retire earlier, as well, and it was 
with this in mind that your Directors 
adopted a resolution in 1972 setting 
the mandatory retirement age at 65 
for all Officers of the Company in 
the future. 

We are most fortunate in having 
an energetic and capable group of 
young men in our corporate man- 
agement team headed by Mr. J. 
Peter Gordon, President of the 
Company. Therefore, to get on with 
organization plans, | will be recom- 
mending to the Board that Mr. 
Gordon be re-elected President and 
appointed to the position of Chief 
Executive Officer when we convene 
following this Annual Shareholders’ 
Meeting. 

Before concluding my remarks, | 
wish to acknowledge the contribu- 
tion of Mr. Roy Gordon, a director 
since March, 1961, who retired at 
the year end in compliance with the 
Company’s retirement policy for 
directors. His wide industrial ex- 
‘perience and keen awareness of 
business matters were most helpful 
to all of us. We are very grateful for 
his wise counsel and advice during 
his years as a director. Dr. Jerry 
McAfee, President and Chief Execu- 
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tive Officer of Gulf Oil Canada 
Limited, was elected to fill the va- 
cancy on the Board. 

In closing, | wish to express my 
personal appreciation, as well as 
that of the Directors and Officers of 
the Company for the continued sup- 
port and confidence of our share- 
holders, customers and employees. 
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The Year in Brief 


Sales 

Net income 
Per cent of sales 
Per share 


Dividends declared 
Per share 


New investment—plants and raw material properties 
Depreciation 


Materials and services bought and used 
Total employment costs 


Working capital, year end 

Raw steel produced — net tons 
Average number of employees 
Number of shareholders, year end 


Number of shares outstanding, year end 


1972 


$775,931,000 
$ 67,089,000 
8.6% 
$2.73 


$ 30,763,000 
$1.25 


$ 95,034,000 
$ 39,738,000 


$379,654,000 
$264,542,000 


$199,533,000 
5,031,000 
21,582 
40,036 


24,618,899 
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$730,247,000 
$ 66,645,000 
9.1% 
$2.74 


$ 30,430,000 
$1.25 


$ 95,077,000 
$ 37,068,000 


$346, 822,000 
$234 ,547,000 


$203,663,000 
4,673,000 
Zion 
45,829 
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TO THE SHAREHOLDERS 


Economic recovery in Canada and in many other countries 
created a rising demand for steel in 1972 and Stelco, with 
its expanded facilities, produced and processed a record 
tonnage. Shipments were also the highest ever reported. 


Notwithstanding the heavy volume of business, however, 
1972 was not an easy year for Stelco. The inflow of orders 
was distorted by the uncertainty surrounding the outcome 
of labour negotiations which culminated in record employ- 
ment cost increases. Other factors contributing to a 
difficult year were extraordinary expenditures incurred for 
plant rearrangement and major repair programs, as well 
as abnormally high start-up and break-in costs on several 
new production units brought into operation. Increases 

in the costs of raw materials, Supplies and services also 
combined to depress profit margins in the second half of 
the year. 


Selling price increases introduced to compensate in part 
for the relentless advance in manufacturing costs did not 
begin to take effect until the closing months of 1972. 
Under the circumstances, and despite record sales of 
$776 million, net earnings, at $67 million, were only frac- 
tionally higher than in the previous year. Further details 
and comparisons are provided in the review which follows. 


The large expansion program at Hilton Works was brought 
much nearer to completion in 1972. Following the start-up 
of the new basic oxygen steelmaking facility, the old No. 2 
open hearth shop was closed down. Other important 
facilities were brought into production late in the year: a 
new coke oven battery and a bloom and billet mill of the 
latest design. In addition, the Company’s largest blast 
furnace was closed down for scheduled relining and 
design changes were made to increase its productivity. 
During this period, extensive repairs and modifications 
were also carried out in the universal slabbing mill. These 
programs caused production losses and increased 
manufacturing costs while the units were out of operation. 


Elsewhere, the Company’s Madison coal mine in West 
Virginia was brought into production. Development of the 
Beckley coal mine, also in West Virginia, and in which 
Stelco has an ownership interest, progressed but is a little 
behind schedule. The mine is expected to be in produc- 
tion in 1974. An ownership interest has been acquired in 
an iron ore property in Michigan. Production of iron ore 
pellets from this source, to be known as the Tilden Mine, 
is forecast to begin in mid-1974. At Gananoque, Ontario, 
a new press forging plant went into production and 
numerous lesser installations were completed at various 
plants of the Company to improve efficiency and expand 
capacity. 


During the year, your Board authorized the construction of 
steelmaking facilities at Contrecoeur, Quebec, and Edmon- 
ton, Alberta. The facility at Contrecoeur will provide billets 
for the rolling mill at that location, reducing a dependence 
On purchased steel to supply the Eastern market. The 
installation at Edmonton will increase steelmaking capacity 
there and replace existing facilities that are no longer 
adequate. Land adjacent to the Edmonton plants has been 
acquired to provide for further expansion as the Western 
market develops. 


Work is proceeding on the spiralweld pipe mill authorized 
at the end of 1971. Scheduled to be ready for production 
early in 1974, the mill will have the capability to produce 
pipe significantly larger in diameter and heavier in wall 
thickness than the Company can produce on its existing 
mills. 


In widening its interests and activities at home and abroad, 
Stelco has recognized a growing need in many parts of the 
world for the kind of knowledge and experience possessed 
by its technical and management personnel in the fields 

of steelmaking and processing. A Technical Services Group 
has therefore been formed to market these services in 
either a consulting or a management capacity. Other op- 
portunities for diversifying and expanding the Company’s 
interests continue to be examined by the Corporate Plan- 
ning Department. 


Construction delays and a labour dispute which is preventing 
the installation of elevators at the Stelco Tower in Hamilton 
have held up the interior finishing of the office space that 
will be occupied by the Company’s administrative and 
general staffs now located at Hilton Works. Transfer to the 
new premises is still dependent on settlement of the 
labour dispute and cannot now take place before the 
Spring months. 


Directors 


At the end of 1972, the Board of Directors lost through 
retirement the valued service of one of its most knowledge- 
able members. Mr. J. Roy Gordon had been a Director 
since March 1961 and brought to the Board’s deliberations 
not only broad experience in heavy industry but a keen 
awareness of the business scene. His significant contribu- 
tion to the success of the Company is deeply appreciated. 


The vacancy on the Board has been filled by the election 
on February 19, 1973, of Dr. Jerry McAfee, the President 
of Gulf Oil Canada Limited. 


Outlook 

In the year ahead, economic expansion in Canada and 
abroad is expected to continue and the demand for steel 
products will be strong. Domestic requirements will again 
be heavy due to the high rate of residential construction, 
transportation needs, and increasing activity in agricultural 
and other equipment manufacturing, as well as in the 
volume of business handled by steel service centres. In 
addition, with projected levels of capital spending greater 
than in 1972, the demands arising from non-residential 
construction should be higher. Abroad, increasing econ- 
omic activity in developed countries can be expected to 
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provide greater export opportunities for Canadian steel 
and should limit, to some extent, the rate of growth in 
steel imports. 


Favourable market conditions, greater output capacity and 
fewer production problems suggest a better year for Stelco / 
in 1973. However, rising costs continue to present a 
serious threat to more satisfactory rates of return on 
ever-growing investments in new facilities. With a further 
substantial increase in labour costs to be absorbed in 
August, every effort is being exerted to keep expenses of 
all kinds to a minimum and bring about an improvement 
in profit margins. 


Throughout a trying year, Stelco’s employees displayed 
their usual dedication to the interests of the Company 
and their efforts are acknowledged with sincere thanks. 
The Directors and Officers also wish to express their 
appreciation for the continued confidence and support 
shown by shareholders, customers and suppliers. 


‘hy Saph 


Chairman and 
Chief Executive Officer 
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Toronto, Canada 
February 19, 1973. 


REVIEW OF THE YEAR 


FINANCIAL 


Sales for the year, amounting to $775,931 ,000, rose by 6.3% over the 
previous record sales of $730,247,000 in 1971. The increase reflected 
a greater volume of shipments and also included some additional 
revenue from higher prices announced for many product lines before 
the end of the year. 

Net earnings amounted to $67,089,000, compared with $66,645,000 
in 1971. Earnings per share, at $2.73, were slightly lower than in the 
previous year ($2.74) because of the greater number of shares out- 
standing in 1972. The ratio of net income to sales declined from 9.1% 
to 8.6% and the return on shareholders’ equity was 11.2% compared 
with 11.9% in 1971. 


The relative lack of profit improvement, despite a higher level of sales, 
resulted from: 


— A record increase in employment costs following the negotiation of 
new labour agreements with effect from August 1, 1972. The selling 
price increases introduced in the later months provided little offset 
ie? 2s 


— Abnormally heavy costs associated with the expansion program at 
Hilton Works. These included substantial charges for the relocation 
and rearrangement of certain facilities and excess costs incurred in 
the initial breaking-in of several major new production units. 


— Furnace rebuilding and relining, major rolling mill overhauls and, 
in particular, a scheduled relining of the Company’s largest blast 
furnace. The costs of these renewals, including the premiums paid 
for purchased iron and steel to replace the lost production, were 
much higher than normal. 


— Uneven demand conditions caused by the Inventory-building programs 
of customers prior to the labour settlement, and the inventory 
liquidation that followed. 

The new labour agreements are for a term of three years ending July 

31, 1975, and they result in additional employment costs of approxi- 


mately $37,000,000 in the first year, rising to approximately $64,000,000 


in the third year. Other costs for materials and services also continue 
to advance and the combined effect far outweighs the benefits obtain- 
able from greater productivity as a result of massive investments in new 
facilities. The consequent drop in profit margins can be offset only by 
increased efficiency and greater productivity through the efforts of the 
labour force, and by adjustments in selling prices. 


Profits in 1972 from the Company’s mining interests were also less 
than expected, a result of rising costs generally and strike conditions at 
the Wabush Mine properties. 


The provision for depreciation, $39,738,000, was significantly greater 
than in 1971, when it amounted to $37,068,000. The increase repre- 
sented depreciation in respect of additional plant in use during the year. 


Dividends 

The regular quarterly dividend rate of 30 cents a share was maintained 
throughout 1972 and, as in the previous year, an extra distribution of 
five cents a share was declared for the fourth quarter. The total declara- 
tion of $1.25 a share for each year amounted to $30,763,000 in 1972 
and $30,430,000 in 1971, the increase resulting from additional issued 
shares which ranked for dividend in 1972. 


Net Income, 1963-1972 
Retained Earnings 
Dividends 


Millions of Dollars 
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CONSTRUCTION 


More Canadian steel goes into 
construction than into any other 
single industry. Exemplifying the 
practicality and ingenuity of to- 
day’s stee/ designs is Hamilton’s 
major landmark, the Stelco 
Tower, which probably embodies 
more good ideas than any recent 
building of similar size. It con- 
sists of a concrete core to which 
are attached open web steel 
joists supporting the steel floor 
deck and connecting the core 
with the exterior columns of 
square steel hollow structural 
sections. The building is sheathed 
in curtain-wall/rainscreen panels 
made of Stelcoloy high-strength 
weathering steel which interacts 
with the atmosphere to produce 
an attractive layer of self-sealing 
oxides. Thus, no painting or 
other maintenance is required. 
The use of stee/ resulted in the 
Stelco Tower being built for less 
cost in time and money than 
most other types of high-rise 
structures. 
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[ Capital Expenditures 
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Investment in plant and mining properties in 1972 amounted to 
$95,034,000, compared with $95,077,000 in 1971. The large expansion 
program at Hilton Works was again responsible for a high level of 
capital spending. 

Capital projects approved during the year totalled $102,769,000 and at 
the end of the year the amount still to be spent on approved capital pro- 
jects was approximately $115,000,000. The corresponding commitment 
at the end of 1971 was $123,000,000. This reduction in commitments 
reflects the advanced stage to which the Hilton Works program has 

now progressed. 


Working Capital 

In 1972, the Company’s net inflow of funds, including receipts from 

the issue of shares, was $4,130,000 less than the outflow of funds for 
capital projects, dividends, and repayments of long-term debt. As a 
result, working capital at the end of the year amounted to $199,533,000 
compared with $203,663,000 at December 31, 1971. 


Accounts receivable, at $126,430,000, increased from $110,368,000, 
and inventories rose to $197,726,000 from $173,508,000 at the 
beginning of the year. These increases reflected the rising volume of 
business together with higher costs and selling prices. Cash and short- 
term securities were reduced to $5,483,000 from $34,461,000 at 

the beginning of the year and temporary bank loan financing, initiated 
during the year under established lines of credit, amounted to 
$20,000,000 at December 31. Accounts payable and the liability for 
taxes were lower than at the end of 1971. 


The ratio of current assets to current liabilities was 2.5 to 1 compared 
with 2.7 to 1 at December 31, 1971. 


Investments in Associated Companies 

At December 31, 1972, investments in associated companies amounted, 
at cost, to $27,331,000 compared with $23,131,000 a year before. An 
advance to Baycoat Limited in support of an expansion program, to- 
gether with investments and advances in respect of Stelco’s interests 

in the Beckley coal mine and Tilden iron ore mine, were the principal 
reasons for the increase. The interest in the Tilden Mine, a property 
being developed in upper Michigan, was acquired in 1972 through the 
purchase of a 15.6% ownership in the Tilden Iron Ore Company. 


Capital Expenditures, 


Capital Structure Depreciation and Retained 
In February, the Company’s Directors approved an Employees’ Stock Earnings, 1963-1972 
Purchase Plan giving certain salaried employees the opportunity to —— Capital Expenditures 


Retained Earnings 


Subscribe for unissued common shares in the capital stock of the 
Company ata price of $25 a share, approximately 82% of the market writer eee 
price of the shares on the date the Plan was approved. Individual 120 
subscriptions were limited in proportion to annual salaries. Pursuant to 
the Plan, 1,250 employees subscribed for 219,052 shares for which 
they paid an aggregate consideration of $5,476,000. The shares were 
allotted on March 13, 1972. 


Under a Stock Option Policy adopted in 1965, 55,000 shares were 
issued for an aggregate consideration of $1,171,000. 
The shares issued during the year brought the paid-up capital of the 


Company at December 31 to $138,259,000, represented by 24,618,899 = 
common shares without nominal or par value. 40 | 


Depreciation Provision 


100 


Shareholders 20 | 
The number of Stelco shareholders at December 31, 1972, was 40,036 
compared with 45,829 at the end of 1971. Residents of Canada held a.  . 
approximately 96% of the shares outstanding. 63 64 65 66 67 68 69 


TRANSPORTATION 

Stelco provided the bulk of the steel plate for 2,000 100-ton grain 
cars recently purchased by the Government of Canada to relieve 
transportation bottlenecks in shipping export orders. Stelco Sales 
Engineers assisted in the design of the cars which feature Stelcoloy 
70 high-strength steels. The busy highway scene illustrates the 
tremendous use of steel in the business of moving people and 
goods. Both in the manufacturing of vehicles and in such vital high- 
way applications as guard-rails, culverts and bridges, steel plays a 
major role in keeping Canada on the move. 
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The Company produced 5,031,000 tons of raw steel in 1972, a new 
record. Production in 1971 was 4,673,000 tons and the previous 
highest output, 4,801,000 tons, was achieved in 1970. Steadily 
increasing production from the new basic oxygen steelmaking furnaces 
at Hilton Works accounted for the greater output and permitted the 

old No. 2 open hearth furnaces to be shut down, as planned, before 
mid-year. 


Operations at Hilton Works were at a high level for the first seven 
months but activity in some departments was reduced for a period fol- 
lowing the labour settlement in August. There was also a loss of iron 
and steel production in the later months when the Company’s largest 
blast furnace was out of service for several weeks for a planned reline. 
The problems encountered in starting up new production facilities, al- 
though not abnormal for any single project, were intensified with the 
initiation of several such major units within the year. In particular, delays 
in completing No. 3 bloom and billet mill due to late delivery of vital 
equipment had an adverse effect on production schedules and costs. 


Purchases of iron and steel helped to relieve these difficulties and by 
the year-end the production problems were well on the way to being 
resolved. 


At the fabricating plants, operating rates were high, particularly in the 
first seven months, but production levels declined in many departments 
following the conclusion of labour negotiations. However, with a recovery 
in the demand for most products after a few weeks, operations improved 
and production was restored to capacity levels in many departments 
before the end of the year. Operating rates at the tubular plants were 
higher than in the previous year. The large diameter pipe plants, in par- 
ticular, finished the year strongly with substantial orders in hand for 
pipeline projects. 


New Facilities - Hilton Works 

Following the start-up of No. 3 tinning line and the basic oxygen 
steelmaking plant late in 1971, other important expansion projects were 
completed and brought into operation in 1972. These included: 

— extended docking facilities 

— a battery of 83 coke ovens 

— No. 3 bloom and billet mill 

— additional finishing and shipping facilities in the 148” plate mill. 


Projects under construction in 1972 and scheduled to be completed in 
1973 included: Row, Steel Produced, 
— anew slab cooling and handling system in the universal slabbing mill 1963-1972 
— conversion of No. 1 rod mill for production of bars Millions 6 Net Fons 
— an additional furnace and other supporting facilities to increase the 3 
production capacity of the 56” hot strip mill 
— expansion of batch annealing capacity for cold rolled sheets. 


New Facilities - Fabricating Plants 

At Edmonton Steel Works, a major expansion was started which will 
more than double the plant’s existing steelmaking capacity. The present 
three 25-ton electric arc furnaces will be replaced by two 75-ton 
furnaces, raising the output capacity to 300,000 tons of steel a year. 

A new billet caster capable of producing larger billet sizes will replace 
the existing unit, its capacity being equal to that of the expanded 
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steelmaking facility. Modifications will be made to the rolling mill and, as 
a result, larger bar sections and a greater range of products will be made 
available. The new facilities are scheduled to be completed in 1974. 
Raw steel capacity is also being increased by the addition of a steel- 
making plant at McMaster Works in Contrecoeur, Quebec. The new 
plant, expected to be completed at the end of 1973, will include an 63 64 65 66 67 68 69 70 71 72 


STEEL IN AGRICULTURE 


This tie-stall-dairy barn is clad with Stelcolour prefinished steel — inside 
as well as out. Reasons for the choice of Stelcolour sheet for interior 
applications are practical as well as aesthetic. Colourful interiors assist 

in good housekeeping and create a clean and bright — hence, productive 
— environment for the animals. The agricultural industry has long been a 
major consumer of stee! products. 


\Lake Erie Development 


80-ton electric arc furnace together with a billet casting machine capa- 
ble of producing 175,000 tons of steel billets annually for the McMaster 
rolling mill. With the introduction of integrated steelmaking operations 
in Quebec, Stelco will ensure a more adequate supply of billets to meet 
its market objectives and provide better service for customers in east- 
ern Canada. 


At Welland Tube Works, a new spiralweld pipe mill is being constructed 
to produce heavy wall, large diameter, hign pressure pipe for oil and gas 
transmission lines. Incorporating a new pipemaking technique known as 
the Stelform Process, the mill will be able to maintain extremely tight 
tolerances and produce pipe at least four times as fast as existing spiral- 
weld equipment. When this addition to its existing pipemaking facilities 
becomes operative in 1974, Stelco will be in an excellent position to 
participate fully in the expanding oil and gas pipeline market. 


A new press forging plant at Gananoque Works started operating before 
the end of 1972. 


Other projects completed included additional stranding and wire drawing 
facilities at Parkdale Works. 


Planning for the integrated steelmaking and processing plant to be built 
on the Company’s Lake Erie site is continuing. Current market fore- 

casts indicate that the additional production capacity to be provided by 
the first stage of development will be required within the next few years. 


Baycoat Limited 
A second coil coating line went into operation at Baycoat Limited in 
June, doubling the plant’s capacity to produce prefinished colour 
coated steel coils. Baycoat is a 50%-owned affiliate of Stelco. 


RAW MATERIALS 


Despite some labour difficulties in both areas of mining, adequate sup- 
plies of coal and iron ore to meet production needs were maintained 
throughout the year. 


Coal 

Illegal work stoppages occurred in the United States coal mining indus- 
try and, although these were fewer than in the previous year, they af- 
fected operations at the properties in which Stelco has an interest. In 
addition, construction of new facilities at the Madison and Beckley mines 
was interrupted by frequent illegal walkouts. 


Production at the Madison Mine, West Virginia, commenced in July with 
the first shipments of coal to Hilton Works being made in August. De- 
velopment of the mine continues and full production is expected to be 
achieved in 1973. 


To meet the needs for low volatile coal for expanded steel production at 
Hilton Works, a purchase contract was negotiated for a supply of coal 
from a property adjacent to the Beckley Mine. Delivery is expected to 
commence in 1975 and, together with production from the Beckley Mine 
beginning in 1974, should ensure an adequate supply of low volatile 
coal for several years. However, investigations into possible Canadian 
coal sources are continuing in an effort to provide for the Company’s 
projected requirements over a longer term. 


lron Ore 

New labour contracts were negotiated during the year at the various 
Canadian iron ore properties in which Stelco holds an interest. However, 
operations at Wabush Mines were interrupted three times before an 
agreement was successfully concluded in August. An illegal work stop- 
page took place at the Scully Mine in March and labour unrest in 

the area caused a shut-down of the Pointe Noire pelletizing plant in 
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STEEL FOR HOMEBUILDING 


Siding is one of a number of homebuilding projects in which steel is 
being used with great success. The small illustration shows Stelco’s first 
research house, built to test various steel products in the field and 
compare them with their conventional counterparts. The house contains 
well over eight tons of steel (compared with an average house with 
about one ton) and features several experimental steel products: load- 
bearing studs, roof trusses and roof cladding. In addition, many estab- 
lished products are utilized, including Stelco Siding, residential floor 
Joists, non-load-bearing studs, steel doorframes, windows, rain-carrying 
equipment, front and garage doors, closet doors, cabinets. 


The house pictured below will be widely seen on the nation’s television 


screens in 1973. It is clad with Stelco Siding, which will be featured in 
T.V. commercials. 


Seg pene Hy atin 


May. The Scully Mine was closed down by a legal strike during July 
and August. 


Production at the Erie Mining Company in Minnesota continued without 
incident throughout the year and construction of the new Tilden Mine 
in northern Michigan progressed on schedule. Deliveries of pellets 
from this new mine are expected to begin during the 1974 shipping 
season. 


A limited quantity of pellets was purchased in 1972 to provide some 
protection against an expected shortage of available supplies in the 
next few years. Negotiations have been undertaken with other Cana- 
dian companies to develop a new iron ore mine in Canada and the 
Company is also investigating the possibility of expanding existing 
operations. 


MARKETING 


The record volume of sales in 1972 was mainly a reflection of increased 
spending by Canadians on consumer durable goods and, to a lesser 
extent, on housing. Inventory accumulation, as a protection against the 
possibility of a steel strike, also increased pre-August shipments and a 
subsequent shortfall in the intake of domestic orders was largely offset 
by orders received from offshore customers for flat rolled steel. These 
orders, additional to the normal volume of overseas business, testified 
to the increasing effectiveness of the Company’s international marketing 
organization. 


Total shipments amounted to 3,797,000 tons compared with the pre- 
vious record of 3,689,000 tons shipped in 1971. 


Demand for steel for construction purposes was higher than in the 
previous year, although structural steel fabricators were still operating 
below capacity in 1972. In residential construction, a greater number of 
housing starts resulted in record shipments of many Stelco products, 
including galvanized sheets, Stelcolour siding, nails and fasteners. 
Sales to the automotive and railway car manufacturers increased in 
response to higher activity in these industries. Growing demands for 
steel for other forms of transportation were also apparent and a greater 
tonnage of large diameter pipe was shipped. Sales to steel service 
centres continued to increase but deliveries of bars and rods became 
extended in the later months as a result of the blast furnace shut down 
and the delayed completion of No. 3 bloom and billet mill. 


Imports of steel into Canada, which were at a much: higher level in the 
first half of the year than in 1971, moderated later to a level somewhat 
below that of 1971. This trend is expected to continue as steel prices 
strengthen abroad and world supply and demand become more evenly 
balanced. 


Sales to the United States market were slightly lower than in the pre- 
vious year, but the Company’s overseas marketing subsidiaries recorded 
substantial sales growth in a wide range of products. 


Market Development 

Stelcolour pre-finished steel, a relatively recent and fast-growing rolled 
steel product, received major advertising and sales promotion emphasis 
in 1972, television being employed for the first time to publicize its use 
for siding and other consumer products. Also, a demonstration suburban 
home was built to promote the use of steel in house building as well 

as to provide the Company’s specialists with experience in the applica- 
tion of steel to more unconventional products such as floor joists, roof 
trusses, load-bearing wall studs and roofing. 


The Company continued to consolidate its position as a major inter- 
national supplier of special quality high carbon wire rod used in the 
manufacture of steel mesh for the automotive tire industry. 
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Sales, 1963-1972 


Millions of Dollars 


800 


700 


600 


500 


0 


63 64 65 66 67 68 69 70 71 72 


FOOD PROCESSING 


In the form of tinplate, steel plays a vital role in providing the means of 
low-cost preservation of foods. In other forms, from wire to tubing, from 
forgings to fasteners, steel contributes to the many aspects of the food 
processing industry. Tinplate is also the material favoured for containers 
for other goods of many types. 
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Among its varied promotional activities, Stelco, along with other Cana- 
dian steel producers, had products on display at the Trade Exhibition 
held in Peking, China. 


A more comprehensive program for the development of new products 
and product improvements was inaugurated in 1972. Several ideas and 
proposals now being investigated are expected to result in the introduc- 
tion of new products in 1973. 


In May, the Marketing Division, including representatives from overseas 
subsidiaries, held a four-day conference. With the theme ‘Target 
Tomorrow’’, the conference focused on marketing trends in the nine- 
teen seventies and explored ways and means of achieving profit, volume 
and market participation objectives. 


EMPLOYEES 


All of the Company’s collective agreements with the various local 
unions of the United Steelworkers of America, a total of 16 including 
that for the Griffith Mine, were renegotiated in 1972 for a period of 
three years from August 1. The settlements resulted in a substantial 
increase in employment costs and while the Company regarded the 
settlement terms as unreasonably high, they were nevertheless based 
on patterns of wage and benefit increases which had already been 
established in other comparable industries. 


During December, agreement was also reached with the United Elec- 
trical, Radio and Machine Workers Union at Page-Hersey Works and 
Welland Tube Works. The new collective agreements, running for three 
years from November 1, followed the pattern established at the other 
works of the Company. Negotiations for renewal of the collective agree- 
ments at Camrose Works in Alberta will commence early in 1973. 


In addition to adjustments in salary levels, improved retirement and 
insurance benefits were also introduced for salaried employees. 


Further progress was made in all forms of employee training. In both 
technical and managerial training, the emphasis is placed on job- 
related programs based on demonstrated needs and directed towards 
specific objectives. A feature of the Company’s training activities is the 
high degree of involvement of line management and supervisory staff. 
In addition to formal methods of training, a constant effort is being 
made to maintain high employee morale and improve organizational 
commitment and productivity at all levels. 


Total employment at the end of the year was 21,362 compared with 
21,126 at the end of 1971. 


ENVIRONMENTAL CONTROL 


Protection of the environment continues to be one of the Company’s 
most important priorities. Capital expenditures approved for this pur- 
pose in 1972 amounted to $9,000,000. 


At Hilton Works, contamination of the air was significantly reduced with 
the closing down of the older open hearth furnaces and the acquisition 
of a large spray vehicle which is being used to control dust in the coal 
storage area. Other improvements include a large oil treatment plant, 
settling facilities for blast furnace wash water, conversion from acid 
pickling to shot blasting for cleaning bars, additional cooling facilities 
and ammonia recovery equipment at the coke ovens. All new produc- 
tion units are of course equipped with the latest apparatus and systems 
to safeguard air and water quality. 


Conversion of furnace equipment at Page-Hersey Works, Welland, from 
oil to gas firing, and the installation there of water quality control equip- 
ment, completed two important projects in the air and water quality 
control program currently in hand to effect improvements, where neces- 
sary, at the fabricating plants. 
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Total Employment Costs and 
Number of Employees, 


1963-1972 
=_——= Total ===: Average Number 
Employment Costs of Employees 
Millions of Dollars Thousands 
280 70 
240 60 
200 50 
160 Strike 40 


0 0 
63 64 65 66 67 68 69 70 71 72 


Employment Cost per Hour 
Worked, 1963-1972 


Employee Benefits 


___ Wages and Salaries 
Dollars 
7 


63 64 65 66 67.68 69 70 71 72 


Employment Costs, Selling 
Prices and Consumer Price 
Index, Percentage Increases, 
1963-1972 

=<= Total Employment Costs per Hour Worked 
== Consumer Price Index 

=—— Average Selling Price of Rolled Steel Products 


Per Cent Increase 
100 
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EMPLOYMENT COSTS 


WAGES AND SALARIES 
For time worked 
For vacations and statutory holidays 


SUPPLEMENTARY EMPLOYMENT COSTS 
Pension costs 
Group insurance plans and other benefits 
Unemployment insurance and 

workmen’s compensation 


~ TOTAL EMPLOYMENT COSTS 
AVERAGE NUMBER OF EMPLOYEES 
AVERAGE PER EMPLOYEE 


EMPLOYEE BENEFITS 

Number of pensioners at year end 
Pensions paid during the year 

Total life insurance in force at year end 
Total death benefits paid during year 


1972 


$213,667,000 
17,124,000 
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$192,283,000 
15,045,000 


$230,791,000 


$207, 328,000 


$ 17,470,000 $ 14,010,000 
11,454,000 9,443,000 
4,827,000 3,766,000 

$ 33,751,000 $ 27,219,000 

$264,542,000 $234 547,000 

21,582 21,351 
$12,258 $10,985 
2,711 2002 
$6,322,000 $6,155,000 

$312,244,000 $298 352,000 
$1,141,000 $1,546,000 


PIPELINES FOR PROGRESS 


Carrying the nation’s oil and gas from source to users 
is a network of steel pipelines. Stelco is Canada’s major 
supplier of pipe — and will shortly expand its product 
range still further when the Stelform pipe mill, now under 
construction at Welland, becomes operational. Stelco's 
new mill will represent a major addition to facilities avail- 
able for the production of large diameter spiralweld pipe 
for North America’s oil and gas industry. 
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A total of approximately $64,000,000 has been spent or committed 
to date on projects designed to preserve the environment. Further 
substantial sums will be needed. 


RESEARCH 


The Company’s research activities increased in 1972. A great deal of 
technical innovative effort continues to be directed toward optimization 
of production and the development of new processes and technology 
aimed at reducing the capital cost of expansion programs. Expansion 
based on reduced capital cost increments to improve the return on 
investment is a basic objective. Improvements in the solid-phase reduc- 
tion of iron ore and in the design and process features of the electric 
arc furnace offer encouraging prospects in a new approach to steel- 
making. Investigations into design and metallurgical control features 

for the continuous casting of slabs and the hot rolling of strip will 
contribute substantially to the basic objective of reducing capital expen- 
ditures for new production facilities at Lake Erie. 


A concentrated research program is being maintained to develop 
improved coal blends for coke manufacture and to extend-the range 

of coals suitable for Stelco’s operations. Approximately ten per cent 

of the Company’s research effort is directed toward better energy 
utilization. Burden sizing and beneficiation for blast furnace operation 
and metallurgical control in steelmaking and processing are other areas 
of continuing research. 


The efforts of the Company to improve air and water quality controls 
have prompted substantial research into the reduction of emissions at 
source, and more effective methods of waste product recycling and 
recovery are being developed. 


Among other new technological advances that have been made are the 
Stelform Process that will be featured in the new, large diameter, spiral- 
weld pipe mill now under construction; hot metal desulphurization; fuel 
enrichment to assist the optimization of iron production; replacement of 
fluorspar as a means of slag control in steelmaking, with a resultant 
elimination of fluoride emissions; high-strength, high-impact steel plate 
for large diameter pipe applications; and production-line metallurgical 
control of rod and bar quality. 


The large variety of work involved in new product research Is illus-’ 
trated by the development of new parts for the Wankel engine, new 
steel products for residential and commercial construction, and an 
extended variety of coatings that can be applied to steel. 
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THE STEEL COMPANY OF CANADA, LIMITED and Subsidiary Companies 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


Revenue 


Expense 


Cost of sales, exclusive of the following items .....0.... ee, 


Provision for depreciation (Note 5) ................. Site tne eM rtoalon, Soe whey eo 


Interest on long-term debt ........ 


Provision for income taxes — current (Note 6) 0000.00. 


COROT O Can cae anes nee tee he ba pease 


Net Income for the Year ............... 


(Per Share: 1972 — $2.73, 1971 — $2.74) 


merained Earnings at beginning: Of years ooo. ue 


Deduct 


Dimidends declared — $1.20: per. share oss ee 


extrac distribution: "0 cents: Der. share: sn. ee 


Retained Earnings at end of year 


Year 
1972 


$775,931,000 
420,000 


776,351,000 


638,263,000 
39,738,000 
8,369,000 
12,578,000 


10,314,000 


709,262,000 


67,089,000 


448,317,000 


515,406,000 


29,532,000 
1,231,000 
30,763,000 


$484,643,000 


Year 
1971 


$730,247,000 
1,748,000 


731,995,000 


575,990,000 
37,068,000 
8,542,000 
34,465,000 
9,285,000 


665,350,000 


66,645,000 


412,102,000 


478,747,000 


29,213,000 
1,217,000 


30,430,000 


$448, 317,000 
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THE STEEL COMPANY OF CANADA, LIMITED and Subsidiary Companies 


CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
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Current Assets 


Short-term investments, at cost (approximates market value) .......... 2,651,000 25,140,000 
AS COURTSPFECEIVADIOS eres eC ie een oi Maen ince eee 126,430,000 110,368,000 
TAVENMTORIES CNOES 72) 2a is cee cae ses Sena glee eae 197,726,000 173,508,000 
Prepaid expenses: 2 A ee SP ae aUt i SNe conan 2,974,000 2,243,000 
332,613,000 320,580,000 
Current Liabilities 
BankKIOAWSS oe ha PS Rtn Suk Te ee acai Ser mec o, te ah rie emer Yaa tater 20,000,000 = 
Accounts, payable-and accrued: Gas ere ee eee 91,988,000 94,628,000 
Provision: for income and other taxes se ee ee 11,734,000 13,012,000 
Dividend payable 2k Se ee Oe eee a ese ea tie 8,617,000 8,521,000 
Current: portion: of lon G-tenmn deb tc rs gre Re a eee ae eens 741,000 756,000 
133,080,000 116,917,000 
Working Capital 28236 ois Nie neces eee ata te ne ge Ga set eal ee tee 199,533,000 203,663,000 
Other Assets 
Investments in associated companies, at cost (Note 8) ..................., 27,331,000 23,131,000 
Fixed assets, less depreciation (Note 9) ..........0ccccicccceccteeececcceee ees 671,778,000 621,287,000 
Unamortized debenture issue CxXPeNSe 2.00... ieee ecccccccceceececeseneeeeeeees 864,000 912,000 
699,973,000 645,330,000 
POTAIANVESEDO IE 2 rise e Golite ans sea ca Wane Nd eae ak i eee sae ee SO pene 899,506,000 848,993,000 
Other Liabilities 
Long-term debt (Note TO). eee ae oe ies Ne cate 105,006,000 107,781,000 
Provision: for deferred tacOme, taxes ey ig ee ne aes oe ener 171,598,000 161,284,000 
276,604,000 269,065,000 
SIALENIOIO OTS EGU IE oor os Bei wes a Gh Reece aA Uae SN A ARE Aue $622,902,000 $579 ,928,000 
Derived from: 
Common Shares — no par value (Note 11) 
Authorized — 35,000,000 shares 
Issued — 24,618,899 shares (1971 — 24,344,847 shares) ........ $138,259,000 $131,611,000 - 
Retained Earnings in use in the business |...0..000000 ee. 484,643,000 448,317,000 
srarendclders> EQUITY Wee eae GIA ace au eine wire iar aa ee eae $622,902,000 $579,928,000 


Signed on behalf 


of the Board: 


hy Fay 


December 31 
1972 


$ 2,832,000 


December 31 
1971 


$ 9,321,000 
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CONSOLIDATED STATEMENT OF CHANGES IN WORKING CAPITAL 


Additions to Working Capital 


From operations 
PRS TAHICONMNC TOP ALC VOI sett es tn hy Vek aN aaa 
Non-cash charges 
BIG CCIAUO MT Hee eee eect ee eth cog aa nie Seven kw 
DelOred INGOME taKOSa. =e es Se a 


Piaceeds irom ISSue: Of Capital-StOCkK 2.) noe 
SRO MTS IROL) ir lee ae ee en ae I NSN ye eG ene Oe 


Total Additions 

Deductions from Working Capital 
ExOenaiiles fOr 1ixCd ASSEIS s.r aS SS aad 
Investments in associated companies (net) 00.000... 


Remrciion OL tOhnO-ermeGent. nye eae Beek a a be 
Prem ae hee Tate Cl 8 ain UCR Ns Mh eth a cir thon Carats 


Pe sO WOT OG CaDial 2008 St i NN, hanes race 


Working Capital at beginning of year 0.0.0... es 


Osta aia! al ONG OF YOale i085 i i Se es a 


Vear 
1972 


$ 67,089,000 


39,738,000 
10,314,000 


117,141,000 


6,648,000 
653,000 


124,442,000 


90,834,000 
4,200,000 
2,775,000 

30,763,000 

128,572,000 


4,130,000 


203,663,000 


$199,533,000 


Year 
1971 


$ 66,645,000 


37,068,000 
9,285,000 


112,998,000 


210,000 
426,000 


113,634,000 


94,180,000 
897,000 
2,446,000 
30,430,000 


127,953,000 


14,319,000 


217,982,000 


$203,663,000 
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THE STEEL COMPANY OF CANADA, LIMITED and Subsidiary Companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, DECEMBER 31, 1972 


It is estimated that $115,000,000 will be required to complete approved capital programs. 


The Company, as a shareholder in certain iron ore mining companies, is committed to pay its 
proportionate share of production costs of those companies, including minimum annual depreciation 
charges not exceeding $2,000,000 to 1974 and $3,500,000 thereafter to cover the repayment of 
long-term debt. 


Pension costs charged against income in the year include payments made to trust funds, under 
the Companies’ pension plans, for current and past service requirements as determined by an 
independent actuary. Unfunded past service costs in respect of pensions ultimately payable to 
present employees are estimated to be $122,000,000 at December 31, 1972, and are being 
funded over periods not exceeding 25 years. 


Accounts originating in foreign currencies have been converted generally at current rates of 
exchange except for plant and property values which have been converted at rates in effect at the 
date of acquisition. 


Provision for depreciation is calculated using the straight-line method at rates based on the estimated 
useful lives of depreciable assets. 


The three-year tax exempt period for The Griffith Mine terminated on November 30, 1972. In 1972, this 
exemption resulted in a reduction of approximately $8,000,000 in the provision for income taxes. 


Inventories 1972 . 1971 
Raw Materials Andysupp oes ce? eb sii ey eae cat a iceni nest vant $ 93,849,000 $2 11374000 
Finished, and: semiztinished: products: 220 ee Sees eS ya eee 103,877,000 96,134,000 


$197,726,000 $173,508 ,000 
Inventories are valued at the lowest of cost, replacement cost and net realizable value. 


The cost of investments in associated companies amounted to $27,331,000 at December 31, 1972, 
at which date the net equity value of the investments, as recorded in the accounts of the associated 
companies, was $27,871,000. 


Fixed Assets 1972 1971 
Raw:matenlal properties: 2at-cOSt sass ole ie ia ene te cans A $ 167,472,000 $ 159,750,000 
Manufacturing plants and properties, at COSt ...0.....000oceee cee ceeceeceeee 1,083,691,000 1,007,953,000 

1,251,163,000 1,167,703,000 
Kkess accumulated: depreciation: 3-1 a Se eed ana 579,385,000 546,416,000 


$ 671,778,000 $ 621,287,000 


10. Long-term Debt 1972 1971 
5%% sinking fund debentures due April 1, 1983 00.00. eeceeee $ 1,238,000 $ 2,688,000 
(Sinking fund requirement fulfilled to maturity) 
5%% sinking fund debentures due May 1, 1990 0.0.00... 44,509,000 45,849,000 — 
(Annual sinking fund requirement $1,250,000) 
9'%4% sinking fund debentures due November 1, 1990 .......00....cc.. 60,000,000 60,000,000 


(Annual sinking fund requirement $1,500,000 — 1976 through 1983; 
$2,000,000 — 1984 through 1989) BANG owt SM Neat POON a eS Tes ele 

105,747,000 108,537,000 
Less current portion included in current liabilities ...00..000.0.0c ee. 741,000 756,000 


$105,006,000 $107,781,000 


11. In accordance with a Stock Option Policy adopted in 1965, 209,000 common shares are 
reserved for stock options. At December 31, 1972, options were outstanding in respect of 
103,700 shares at prices ranging from $18.75 to $25.50 per share, including 72,200 shares 
under option to officers, the options expiring on various dates between December 1975 and 
February 1978. As a result of the exercise of options during the year, 55,000 shares were 
issued for cash aggregating $1,171,000. 


During the year 219,052 common shares were issued for cash under an Employees’ Stock 
Purchase Plan at a price of $25.00 per share aggregating $5,476,000, including 5,677 
shares issued to officers. 


12. Information pursuant to Section 122.2 of the Canada Corporations Act for the year ended 
December 31, 1972: 


INGITMD CLO fis CH RC CLOU Sones ia urna caresses ce heme ae | eae asian GAN alse ed aunt at 15 
AG CEG GLeAreMmuUne ration; aS GimeClOnS: cs Ree re OR AE ee ee a ee $ 128,865 
INGT MMe COIOMIGO (Sc ae ce re ann aust SDE mea Sia as hod Aaoe oa as 19 
AGGreQaleure Mun ClahOM aS? OMICEKSi.wectS Gere rhe a ee ct ae ee oe SS $1,274,691 
NUMBE Of OniCers/ WiNO-are- CIRECIONS tice. Se Gr hes enc ia eoG a ae 2 


AUDITORS’ REPORT 


Riddell, Stead & Co. 


CHARTERED ACCOUNTANTS 


P.O. Box 431, Royal Trust Tower, Toronto-Dominion Centre, Toronto 111, Ontario 


To The Shareholders 
The Steel Company of Canada, Limited 


We have examined the consolidated statement of financial position of The Steel 
Company of Canada, Limited and its subsidiary companies at December 31, 
1972 and the consolidated statements of income and retained earnings and 
changes in working capital for the year then ended. Our examination included 
a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion these consolidated financial statements present fairly the financial 
position of the companies at December 31, 1972 and the results of their opera- 
tions and the changes in their working capital for the year then ended, in ac- 
cordance with generally accepted accounting principles applied on a_ basis 
consistent with that of the preceding year. 


January 24, 1973 h A Lhl Mad « L ; 
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TEN YEAR STATISTICAL SUMMARY 


Dollars in thousands except as indicated* 


1972 
OPERATIONS (thousands of net tons) 
Raw. Sleek Drodicedes cits ea eye cere ue Near aes Sn aen 5,031 
Total raw steel processed (including purchases) ........ 5,362 
INCOME AND RELATED DATA 
Saless eee. Sie Se USNR ERROR ete eMC IION ace $775,931 
DS PRE CIA HO INS acinar eae ace ee $ 39,738 
INCOME TAXES oS OPS eae as Seine nny ene $ 22,892 
NEE INCOMG: Sccter ich ren eens ee ete aed oes ara $ 67,089 
REP SIAR sca Rite a oe eee al ae tetera $2.73 
Percent Of Salesiues on Seo mayne ener Beat 8.6% 
Per cent of shareholders’ equity ............00...000........ 11.2% 
Dividends (including extra distributions) ..................... $ 30,763 
Pemshiane se isces Ng ocr Rk ae ae Chek a ai ann $1.25 
CAPIPAL; EXPENDITURES <6 es el ire alan One nei $ 95,034 
FINANCIAL POSITION, YEAR END 
WO TINGE ap Ital oe io Ue eek eines an a aie $199,533 
Fixedrassets =<(net 060 Ce ee nn ee 2 Ok ne $671,778 
Shareholders equity a7 oe) es ae ae ee nae $622,902 
POR SHARC ra Gi cei Ook ban cae anny Rien eal aE $25.30 
EMPLOYMENT 
Average number of employees .............0...0..50 occ. 21,582 
Fotaliemployment.cosiss 2.00 ane CARO pele $264,542 
Employees’ average weekly earnings* EER ae $204.46 
NUMBER OF SHAREHOLDERS, YEAR END ................ 40,036 


11969 operations interrupted by strike — 80 days. 


1971 


4,673 
5,214 


130,247 
37,068 
43,750 
66,645 


2.74 


aA 
gS) 
30,430 
1225 


99,077 


203,663 
621,287 
3195928 

23.82 


21g304 
234,547 
186.35 


45,829 


1970 


4,801 
4,955 


663,202 
37,466 
40,830 
60,207 

2.47 
9.1 


ITS 


29,202 
1.20 


89,471 


211,982 
564,549 
543,503 

22.33 


21,497 
221,216 
173.46 


49,985 


19697 


3,670 
4,076 


528,037 
33,415 
24,853 
31,070 

1.28 

5.9 

6.1 
29,201 
1.20 


33,344 


176,510 
514,457 
507,756 

20.87 


21,792 
176,223 
156.38 


21,730 


1968 


4,485 
4,591 


589,613 
37,111 
37,455 
67,971 

2.79 
TALS 
14.1 
24,329 
1.00 


33,498 


175,810 
515,331 
505,794 

20.79 


21,584 
186,948 
146.52 


52,520 


1967 


3,966 
4,087 


512,386 
33,058 
24,357 
46,733 

1.94 
91 
10.5 
20,518 
85 


89,212 


123,861 
519,817 
458,943 

19.01 


20,556 
169,219 
138.65 


53,340 


1966 


3,794 
4,086 


504,763 
29,500 
33,051 
42,744 

1.77 
8.5 
10.1 
20,518 
85 


99,542 


138,560 
464,313 
432,728 

17.93 


20,360 
151,708 
130.98 


53,017 


1965 


3,846 
4,137 


516,406 
27,594 
38,808 
43,454 

1.80 
8.4 
10.9 
20,518 
85 


75,540 


180,355 
396,291 
410,503 

17.01 


20,262 


143,179 


125.13 


46,597 


1964 


3,479 
3,884 


477,823 
26,003 
33,791 
43,630 

1.91 
So 
12.0 
193002 
85 


109,306 


122,695 
350,863 
388,578 

16.10 


18,584 
123,864 
121.33 


40,973 


1963 


3,110 
3,122 


370,989 
24,081 
31,680 
37,095 

1.82 
10.0 
11.8 
15,723 
SPEVe 


52,236 


125,348 
234,035 
326,437 

16.02 


16,599 
107,386 
117.00 


30,297 
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DIRECTORS 


*W. Herman Browne, Toronto 


Chairman of the Board, Moore Corporation, Limited 


* Alistair M. Campbell, Montreal 


Chairman and Chief Executive Officer, Sun Life Assurance Company of Canada 


*J. Douglas Gibson, O.B.E., Toronto 


Financial and Economic Consultant 


* J. Peter Gordon, Toronto 


President of the Company 


J. Roy Gordon, New York 
Industrialist 
Resigned, January 1, 1973 


*H. M. Griffith, Toronto 


Chairman of the Board and Chief Executive Officer of the Company 


A. J. MacIntosh, Q.C., Toronto 
Partner, Messrs. Blake, Cassels & Graydon, Barristers & Solicitors 


Senator The Hon. Ernest C. Manning, P.C., C.C., Edmonton 
President, M & M Systems Research Ltd. 


Frederick C. Mannix, Calgary 
Director, Loram Holdings Ltd. 


*D. R. McMaster, Q.C., Montreal 


Partner, Messrs. McMaster, Meighen, Minnion, Patch, Cordeau, 
Hyndman & Legge, Barristers & Solicitors 


Lucien G. Rolland, Montreal 
President and General Manager, Rolland Paper Company, Limited 


*V. W. Scully, C.M.G., Toronto 


we \ a 


Chairman of the Executive Committee of the Board of Directors of the Company 


H. Greville Smith, C.B.E., Montreal 
President, Canadian International Investment Trust Limited 


Henry G. Thode, C.C., Ph.D., F.R.S., Hamilton 
Professor of Chemistry, McMaster University 


William H. Young, Hamilton 
President, The Hamilton Group Limited 


“Member of the Executive Committee 


EXECUTIVE OFFICERS 


H. M. Griffith 
Chairman of the Board and 
Chief Executive Officer 


J. P. Gordon 
President 


H. J. Clawson 
Vice-President 


: N. J. Brown 


Vice-President and Comptroller 
R. B. Taylor 
Vice-President and Treasurer 


A. D. Fisher 
Vice-President, Facilities Planning, 
Engineering and Research 


A. R. MceMurrich 

Vice-President, Marketing 

Gh Geravt 
Vice-President, Operations 

J. D. Allan 

Vice-President, Corporate Planning 
R. E. Heneault 

Vice-President, Personnel 


J. W. Younger, Q.C. 


Secretary and General Counsel 


VICE-PRESIDENTS 


L. H. Doering 
Marketing Administration 


A. J. Harris 
Manufacturing 
R. H. Macdonald 
Product Sales 
S. W. McDermott 
Manufacturing 


A. R. Oliver 
Procurement 


OFFICES AND PLANTS 


HEAD OFFICE 

P.O. Box 205, Toronto-Dominion Centre, 
Toronto, Ontario, 

M5K 1J4. 


GENERAL OFFICES 

Hamilton, Ontario 

Montreal, Quebec — Eastern Region 
Edmonton, Alberta — Western Region 


SALES OFFICES 
Hamilton, Ontario 

Montreal, Quebec 

Calgary, Alberta 

Edmonton, Alberta 

Halifax, Nova Scotia 
Quebec, Quebec 

Regina, Saskatchewan 
Saint John, New Brunswick 
St. John’s, Newfoundland 
Toronto, Ontario 
Vancouver, British Columbia 
Windsor, Ontario 

Winnipeg, Manitoba 


PLANTS 
ONTARIO 
Hamilton — Hilton Works 
— Canada Works 
— Parkdale Works 
— Frost Works 
— Canadian Drawn Works 
Brantford — Brantford Works 
Toronto — Swansea Works 
Gananoque — Gananoque Works 
Welland — Page-Hersey Works 
— Welland Tube Works 
QUEBEC 
Montreal — Notre Dame Works 
— St. Henry Works 
Lachine — Dominion Works 
Contrecoeur — McMaster Works 
ALBERTA 
Edmonton — Stelco Edmonton, Steel Works 
— Stelco Edmonton, Finishing Works 
Camrose — Camrose Works 
SASKATCHEWAN 
Regina — Saskatchewan Steel Fabricators Ltd. 


SUBSIDIARIES, RAW MATERIAL PROPERTIES 
AND ASSOCIATED COMPANIES 


SUBSIDIARY COMPANIES WHOLLY OWNED 
(Consolidated in Financial Statements) 


Saskatchewan Steel Fabricators Ltd., Regina, Sask. 

Frost Steel and Wire Company, Limited, Hamilton, Ont. 

Frost Steel and Wire Company Quebec, Limited, Montreal, Que. 
Stelco Coal Company, Pittsburgh, Pa. 

Pikeville Coal Co., Louisville, Ky. 

Kanawha Coal Company, Ashford, W. Va. 

Stelco Nederland B.V., Amsterdam, The Netherlands 

Stelco S.A., Geneva, Switzerland 

The Steel Company of Canada (U.K.), Limited, London, England 
Ubbelohde-Stelco S.A.C., |. y de R., Buenos Aires, Argentina 
Stelco do Brasil Ltda., Sao Paulo, Brazil 

Stelco de Venezuela S.R.L., Caracas, Venezuela 


RAW MATERIAL PROPERTIES 


(Ownership interest consolidated in 
Financial Statements) 


% Owned 
Iheshitton: Mines, Que. s(iron OFe)} 2. sets keeas nce ccess 50.0 
Wabush Mines; Nild.-and Que: (romore) aac: ZASAS) 
TmesGriitith: Mine One. (On Of) ee 0% oes oc ake crea vedere. 100.0 
CIS MORTIIMIMO nc Ve (GOa on nite to) densi mance soo snihedionter 100.0 
Macison) Miner Waa (GC Call)am etc, pent cs .canticans 100.0 
Chemical Lime Works, Ont. (Limestone) ...........0...0..0..0. 100.0 
ASSOCIATED COMPANIES 
(Included in Investments in Associated 
Companies in Financial Statements) 

% Owned 
BaVCOal Melle Oleh. 7 tun ee Linn tend MPT EM MH ais ctas nese 50.0 
The Canada Systems Group (EST) Limited, Ont. ............ 33:3 
Arauc: Ralbvay “Company, QUO™ 2.6 tach. cles cise ese 25:6 
Wabush Lake Railway Company, Limited, Nfld. .............. 25:6 
Nerthern-Aicooralsimnite der ING. ace ce i 8 cen dee eee 1228 
Northern Land: Company Limited; Nild..... 00. 2..Gin.t. nee 12.8 
Twin Falls Power Corporation, Limited, Nfld. .................. 4.4 
Knoll Lake Minerals binnited INGMG? sec. ces. sitecs ohecanents acer 14.8 
ihtiden rom: Ore COMmpany wNHGIie Peete ce tnare alle. cnpnees oes RS) 
Erie Mining <G OMmnioanay cy MANNS irs ters ter kesne cnet ac osnce 10.0 
Ohtario HOME CmOnmmeanys IMIG vedere. ine scone aanaeeoaees 10.0 
Mates (GOaie Oni Detihy nik cle byte tee ns oc a ce ate ah ase Soros eS 
Beckley Coal Mining Company, W. Va. ..............:..:e Aes) 
CHear Goal iC OMnOaey VAN cites ois. Sc See rcen adedataevecnene cease 10.0 
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THE STEEL COMPANY OF CANADA, LIMITED 
Toronto, Ontario 


AA\NTES 
IN 
Canpov/ 


